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(9) Costs charged by other Govern-
mental agencies. 

(b) Notwithstanding any provision of 
State law, if the Secretary uses a col-
lection agency to collect a debt on a 
contingent fee basis, the Secretary 
charges the debtor, and collects 
through the agency, an amount suffi-
cient to recover— 

(1) The entire amount of the debt; 
and 

(2) The amount that the Secretary is 
required to pay the agency for its col-
lection services. 

(c)(1) The amount recovered under 
paragraph (b) of this section is the en-
tire amount of the debt, multiplied by 
the following fraction: 

1

1− cr.
(2) In paragraph (c)(1) of this section, 

cr equals the commission rate the De-
partment pays to the collection agen-
cy. 

(d) If the Secretary uses more than 
one collection agency to collect similar 
debts, the commission rate (cr) de-
scribed in paragraph (c)(2) of this sec-
tion is calculated as a weighted aver-
age of the commission rates charged by 
all collection agencies collecting simi-
lar debts, computed for each fiscal year 
based on the formula 
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where— 
(1) Xi equals the dollar amount of 

similar debts placed by the Department 
with an individual collection agency as 
of the end of the preceding fiscal year; 

(2) Yi equals the commission rate the 
Department pays to that collection 
agency for the collection of the similar 
debts; 

(3) Z equals the dollar amount of 
similar debts placed by the Department 
with all collection agencies as of the 
end of the preceding fiscal year; and 

(4) N equals the number of collection 
agencies with which the Secretary has 
placed similar debts as of the end of 
the preceding fiscal year. 

(e) If a debtor has agreed under a re-
payment or settlement agreement with 
the Secretary to pay costs associated 

with the collection of a debt at a speci-
fied amount or rate, the Secretary col-
lects those costs in accordance with 
the agreement. 

(f) The Secretary does not impose 
collection costs against State or local 
governments under paragraphs (a) 
through (d) of this section. 

(Authority: 20 U.S.C. 1221e–3(a)(1) and 1226a– 
1, 31 U.S.C. 3711(e), 3717(e)(1), 3718)) 

§ 30.61 What penalties does the Sec-
retary impose on delinquent debt-
ors? 

(a) If a debtor does not make a pay-
ment on a debt, or portion of a debt, 
within 90 days after the date specified 
in the first demand for payment sent to 
the debtor, the Secretary imposes a 
penalty on the debtor. 

(b)(1) The amount of the penalty im-
posed under paragraph (a) of this sec-
tion is 6 percent per year of the 
amount of the delinquent debt. 

(2) The penalty imposed under this 
section runs from the date specified in 
the first demand for payment to the 
date the debt (including the penalty) is 
paid. 

(c) If a debtor has agreed under a re-
payment or settlement agreement with 
the Secretary to pay a penalty for fail-
ure to pay a debt when due, or has such 
an agreement under a grant or con-
tract under which the debt arose, the 
Secretary collects the penalty in ac-
cordance with the agreement, grant, or 
contract. 

(d) The Secretary does not impose a 
penalty against State or local govern-
ments under paragraphs (a) and (b) of 
this section. 

(Authority: 20 U.S.C. 1221e–3(a)(1) and 1226a– 
1, 31 U.S.C. 3711(e)) 

§ 30.62 When does the Secretary forego 
interest, administrative costs, or 
penalties? 

(a) For a debt of any amount based 
on a loan, the Secretary may refrain 
from collecting interest or charging 
administrative costs or penalties to the 
extent that compromise of these 
amounts is appropriate under the 
standards for compromise of a debt 
contained in 4 CFR part 103. 

(b) For a debt not based on a loan the 
Secretary may waive, or partially 
waive, the charging of interest, or the 
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collection of administrative costs or 
penalties, if— 

(1) Compromise of these amounts is 
appropriate under the standards for 
compromise of a debt contained in 4 
CFR part 103; or 

(2) The Secretary determines that 
the charging of interest or the collec-
tion of administrative costs or pen-
alties is— 

(i) Against equity and good con-
science; or 

(ii) Not in the best interests of the 
United States. 

(c) The Secretary may exercise waiv-
er under paragraph (b)(1) of this section 
without regard to the amount of the 
debt. 

(d) The Secretary may exercise waiv-
er under paragraph (b)(2) of this section 
if— 

(1) The Secretary has accepted an in-
stallment plan under 4 CFR 102.11; 

(2) There is no indication of fault or 
lack of good faith on the part of the 
debtor; and 

(3) The amount of interest, adminis-
trative costs, and penalties is such a 
large portion of the installments that 
the debt may never be repaid if that 
amount is collected. 

(e)(1) The Secretary does not charge 
interest on any portion of a debt, other 
than a loan, owed by a person subject 
to 31 U.S.C. 3717 if the debt is paid 
within 30 days after the date of the 
first demand for payment. 

(2) The Secretary may extend the pe-
riod under paragraph (e)(1) of this sec-
tion if the Secretary determines that 
the extension is appropriate. 

(Authority: 20 U.S.C. 1221e–3(a)(1) and 1226a– 
1, 31 U.S.C. 3711(e)) 

Subpart F—What Requirements 
Apply to the Compromise of 
a Debt or the Suspension or 
Termination of Collection Ac-
tion? 

§ 30.70 How does the Secretary exer-
cise discretion to compromise a 
debt or to suspend or terminate col-
lection of a debt? 

(a) The Secretary uses the standards 
in the FCCS, 4 CFR part 103, to deter-
mine whether compromise of a debt is 
appropriate if— 

(1) The debt must be referred to the 
Department of Justice under this sec-
tion; or 

(2) The amount of the debt is less 
than or equal to $20,000 and the Sec-
retary does not follow the procedures 
in paragraph (e) of this section. 

(b) The Secretary refers a debt to the 
Department of Justice to decide wheth-
er to compromise a debt if— 

(1) The debt was incurred under a 
program or activity subject to section 
452(f) of the General Education Provi-
sions Act and the initial determination 
of the debt was more than $50,000; or 

(2) The debt was incurred under a 
program or activity not subject to sec-
tion 452(f) of the General Education 
Provisions Act and the amount of the 
debt is more than $20,000. 

(c) The Secretary may compromise 
the debt under the procedures in para-
graph (e) of this section if— 

(1) The debt was incurred under a 
program or activity subject to section 
452(f) of the General Education Provi-
sions Act; and 

(2) The initial determination of the 
debt was less than or equal to $50,000. 

(d) The Secretary may compromise a 
debt without following the procedure 
in paragraph (e) of this section if the 
amount of the debt is less than or 
equal to $20,000. 

(e) The Secretary may compromise 
the debt pursuant to paragraph (c) of 
this section if— 

(1) The Secretary determines that— 
(i) Collection of any or all of the debt 

would not be practical or in the public 
interest; and 

(ii) The practice that resulted in the 
debt has been corrected and will not 
recur; 

(2) At least 45 days before compro-
mising the debt, the Secretary pub-
lishes a notice in the FEDERAL REG-
ISTER stating— 

(i) The Secretary’s intent to com-
promise the debt; and 

(ii) That interested persons may com-
ment on the proposed compromise; and 

(3) The Secretary considers any com-
ments received in response to the FED-
ERAL REGISTER notice before finally 
compromising the debt. 
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